
(c) If one of the parties (the “Norifying Party”) (without joint instructions 
from the other party) notifies the Escrow Agent that it is entitled to the Escrowed Funds, 
such notice (the “Nofice”) shall state the reason that the Notifying Party is entitled to the 
Escrowed Funds, and the Notice will also be sent to the other party (the “Recipient”). 
The Recipient shall have ten (IO) calendar days from its actual receipt of the Notice to 
provide notice to the Escrow Agent and the Notifying Party disputing the Notifying 
Party’s entitlement to the Escrowed Funds. If the Escrow Agent does not receive notice 
disputing such entitlement to the Escrowed Funds within ten (IO) calendar days after the 
Recipient actually receives the Notice, the Escrow Agent shall pay the Escrowed Funds 
as directed by the Notifying Party. If the Escrow Agent receives notice disputing such 
entitlement to the Escrowed Funds within ten days after the Recipient receives the 
Notice, the Escrow Agent shall not pay the Escrowed Funds until the Escrow Agent 
receives either an order of the Bankruptcy Court, which order has become final and not 
subject to appeal and has been certified by the clerk of the Bankruptcy Court or other 
appropriate official, or joint written notice signed by Buyer and Sellers indicating that the 
dispute has been resolved and directing the Escrow Agent to whom to pay the Escrowed 
Funds and income earned thereon and in what amounts (collectively, a ‘‘Final 
Resolution”). The Escrow Agent shall pay the Escrowed Funds within three (3) business 
days of its receipt of the written evidence of a Final Resolution required above in this 
Section 3(c). The Escrow Agent shall be entitled to rely, exclusively, on any 
representation jointly made by Buyer and Sellers in writing in relation to the release of 
funds from the Escrow Account, and shall release funds from the Escrow Account from 
time to time as directed in any such joint written instruction from Buyer and Sellers or 
pursuant to a Final Resolution. 

(d) Upon the Escrow Agent receiving written notice, signed by Buyer and 
Sellers, of the Closing of the transactions contemplated by the Asset Purchase 
Agreement, the Escrow Agent shall disburse to Sellers the Escrowed Funds, and the 
eamings thereon shall be disbursed to Buyer, in each case within three (3) Business Days 
of receipt of notice of the Closing. 

(e) Any written instructions delivered to the Escrow Agent by Buyer shall 
only be effective if such instructions are executed on behalf of Buyer by both Mark T. 
Evans and Peter Hutchinson, or their respective successors. 

(0 AI1 disbursements of the Escrowed Funds, or any porIion thereof, and 
the earnings thereon to Buyer shall be disbursed to Buyer in accordance with the 
inshctjons attached hereto as Exhibit A. Buyer may amend Exhibit A hereto kom time 
to time by providing written notice to the Escrow Agent. Any such amendment shall be 
effective immediately upon receipt by the Escrow Agent of such written notice. 

(8) All disbursements of the Escrowed Funds, or any portion thereof, to 
Sellers shall be disbursed to Sellers in accordance with the instructions attached hereto a5 
Exhibit B. Sellers may amend Exhibit B hereto from time to time by providing written 
notice to the Escrow Agent. Any such amendment shall be effective immediately upon 
receipt by the Escrow Agent of such written notice. 
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4. Temiination of Escrow Account and Escrow Aereement. The Escrow 
Account shall be deemed dissolved and this Escrow Agreement shall terminale upon the 
wn'tten agreement of the parties hereto, upon disbursement of all of the funds in the 
Escrow Account, or upon transfer of all amounts in the Escrow Account then in the 
possession of the Escrow Agent to the Bankruptcy Court or such other party as the parties 
hereto may jointly agree upon in writing in accordance with the terms of this Escrow 
Agreement. 

5. Escrow Agent, 

(a) Buyer and Sellers,jointly and severally, agree to pay the Escrow 
Agent reasonable compensation for its services as Escrow Agent hereunder, as listed on 
Schedule A annexed hereto, promptly upon request therefor, and to reimburse the Escrow 
Agent for all reasonable expenses of or reasonable disbursements incurred by the Escrow 
Agent in the performance of its duties hereunder, including the reasonable fees, expenses 
and disbursements of counsel to the Escrow Agent. Notwithstanding the foregoing, and 
without prejudice to the Escrow Agent's rights hereunder, each of Buyer and Sellers shall 
bear 50% of the fees, costs and expenses of the Escrow Agent and of any indemnity 
obligation pursuant to Section 6(c) hereof. 

@) The Escrow Agent may retain that portion of the Escrow Account 
equal to any such unpaid reasonable costs, expenses and fees incurred by the Escrow 
Agent as contemplated by Section 5(a) above until such time as such costs, expenses and 
fees have been paid. 

6 .  Ri.ghts, Duties and Immunities of Escrow Agent. Acceptance by the 
Escrow Agent of its duties under this Escrow Agreement is subject to the following terms 
and conditions, which all parties to this Escrow Agreement hereby agree shall govern and 
control the rights, duties and immunities of the Escrow Agent: 

(a) The duties and obligations of the Escrow Agent shall be determined 
solely by the express provisions of this Escrow Agreement and the Escrow Agent shall 
not be liable, except for the performance of such duties and obligations as are specifically 
set out in this Escrow Agreement. The Escrow Agent shall not be required to inquire as 
to the performance or observation of any obligation, term or condition under any 
agreement or arrangement by Buyer and Sellers. The Escrow Agent is not a party to, and 
is not bound by, any agreement or other document out of which this Escrow Agreement 
may anse. The Escrow Agent shall be under no liability to any party hereto by reason of 
any failure on the part of any other party hereto or any maker, guarantor, endorser or 
other signatory of any document or any other person to perform such person's obligations 
under any such document. The Escrow Agent shall not be bound by any waiver, 
modification, termination or rescission of this Escrow Agreement or any of the terms 
hereof, unless evidenced by a writing delivered to the Escrow Agent signed by the proper 
party or parties and, if the duties or rights of the Escrow Agent are affected, unless it shall 
give its prior written consent thereto. This Escrow Agreement shall not be deemed to 
create a fiduciary relationship between the parties hereto under state or federal law. 
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@) The Escrow Agent shall not be responsible in any manner for the 
validity or sufficiency of this Escrow Agreement or of any property delivered hereunder, 
or for the value or collectibility of any note, check or other instrument, if any, so 
delivered, or for any representations made or obligations assumed by any party other than 
the Escrow Agent. Nothing herein contained shall be deemed to obligate the Escrow 
Agent to deliver any cash, instruments, documents or any other property referred to 
herein, unless the same shall have first been received by the Escrow Agent pursuant to 
this Escrow Agreement. 

(c) Buyer and Sellers will reimburse and indemnify the Escrow Agent for, 
and hold i t  harmless against, any loss, liability or expense, including but not limited to 
reasonable counsel fees, incurred without bad faith, willful misconduct or gross 
negligence on the part of the Escrow Agent arising out of or in conjunction with its 
acceptance of, or the performance of its duties and obligations under this Escrow 
Agreement, as well as the costs and expenses of defending against any claim or liability 
arising out of or relating to this Escrow Agreement. 

(d) The Escrow Agent shall be fully protected in acting on and relying 
upon any written notice direction, request, waiver, consent, receipt or other paper or 
document which the Escrow Agent in good faith believes to have been signed and 
presented by the proper party or parties. 

(e) The Escrow Agent shall not be liable for any error ofjudgment. or for 
any act done or step taken or omitted by it in good faith or for any mistake in act or law, 
or for anything which it may do or refrain from doing in connection herewith, except its 
own gross negligence or willful misconduct. 

(0 The Escrow Agent may seek the advice of legal counsel in the event of 
any djspute or question as to the construction of any of the provisions of this Escrow 
Agreement or its duties hereunder, and it shall incur no liability and shall be fully 
protected in respect of any action taken, omitted or suffered by it in good faith in 
accordance with the written advice or opinion of such counsel. 

(9) The parties hereto a g e e  that should any dispute arise with respect to 
the payment, ownership or right of possession of the Escrow Account, the Escrow Agent 
IS authorized and directed to retain in its possession, without liability to anyone, except 
for its bad faith, willful misconduct or gross negligence, all or any part of the Escrow 
Account until such dispute shall have been settled either by mutual agreement by the 
parties concerned or by the final order, decree or judgment of the Bankruptcy Court and a 
notice executed by the parties to the dispute or their authorized representatives shall have 
been delivered to the Escrow Agent setting forth the resolution of the dispute, which 
notice Buyer and Sellers hereby agree to so execute and deliver to the Escrow Agent in 
the event that such an order, decree or judgment is obtained from or issued by the 
Bankruptcy Court. The Escrow Agent shall be under no duty whatsoever to institute, 
defend or partake in such proceedings. 
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(h) The agreements set forth in this Section 6 shall survive the resignation 
or removal of the Escrow Agent, the termination of this Escrow Agreement and the 
payment of all amounts hereunder. 

7. Resignation of Escrow Anent. The Escrow Agent shall have the nght to 
resign upon 30 days writ~en notice to Sellers and Buyer. In the event of such resignation, 
Sellers and Buyer shall mutually agree upon and appoint a successor escrow agent 
hereunder by delivering to the Escrow Agent a written notice of such appointment. Upon 
receipt of such notice, the Escrow Agent shall deliver to the designated successor escrow 
agent all money and other property held hereunder and shall thereupon be released and 
discharged from any and all further responsibilities whatsoever under this Escrow 
Agreement; provided, however, that the Escrow Agent shall not be deprived of its 
compensation earned prior to such time. 

If no successor escrow agent shall have been designated by the date 
specified in the Escrow Agent's notice, all obligations of the Escrow Agent hereunder 
shall nevertheless cease and terminate. Its sole responsibility thereafter shall be to keep 
safely all property then held by it and to deliver the same to a person designated by the 
other parties hereto or in accordance with the direction of a final order or judgment of the 
Bankruptcy Court. 

8. Notices. All claims, notices, consents, objections and other 
communications under this Escrow Agreement shall be in writing and shall, except as 
otherwise provided herein, be deemed to have been duly given when (i) delivered by 
hand, (ii) sent by telecopler (with receipt confirmed), or (iii) when received by the 
addressee, If sent by Express Mad, Federal Express or other reputable overnight delivery 
service, in each case, at the appropnate addresses and telecopier numbers as set forth 
below: 

ESCROW AGENT. 

BUYER' 

[Name of Escrow Agent] 
[Address of Escrow Agent] 
Attention: [ ] 
Telecopier: ( ) - 

Qwest Communications International Inc. 
1801 California Street 
Denver, CO 80202 
Telecopier: (303) 296-5974 
Attention: General Counsel 

6 



With a copy to: 

Weil, Gotshal &Manges LLP 
167 Fifth Avenue 
New York, NY 10153 
Telecopier: (212) 310-8007 
Attention: Paul M. Basta, Esq. 

Howard Chatzinoff, Esq. 

c/o Allegiance Telecom, Inc. 
700 E. Butterfield Road, Suite 400 
Lombard, IL 601 48 
Telecopier: (630) 522-5250 
Attention: Mark B. Tresnowski. Esq. 

Executive Vice President, 
General Counsel and Secretary 

With a copy to: 

Kirkland & Ellis LLF’ 
153 East 53rd St. 
New York, NY 10022 
Telecopier: (2 12) 446-4900 
Attention: Jonathan S. Henes, Esq. 

Michael Movsovich, Esq. 

SELLERS. 

(or to such other addresses and telecopier numbers as a party may designate as to 
itself by notice to the other parties). Notwithstanding any of the foregoing, any 
computation of a time period which is to begin after receipt of a notice by the 
Escrow Agent shall run from the date of receipt by it. 

9. Successors. This Escrow Agreement shall be binding upon and inure to 
the benefit of the p m e s  hereto and their respective successors and assigns. provided that 
this Escrow Agreement may not be assigned by any party without the prior written 
consent of the other parties, which consent shall not be unreasonably withheld. 

10. Severability. If any portion or provision of this Escrow Agreement shall 
to any extent be declared illegal or unenforceable by a court of competent jurisdiction, 
then the application of such portlon or provision in circumstances other than those as to 
which it is so declared illegal or unenforceable, shall not be affected thereby, and each 
portion and provision of this Escrow Agreement shall be consmed by modifying or 
limiting I t  so as to be valid and enforceable to the maximum extent compalible With, and 
possible under, applicable law. The provisions hereof are severable, and in the event any 
provision hereof should be held invalid or unenforceable in any respect, it shall not 
invalidate, render unenforceable or otherwise affect any other provision hereof. 



11. Amendments. Except as set forth in Sections 3(f )  and 3(g) above, this 
Escrow Agreement may be amended or modified at any time or 60m time to time in 
writing executed by the parties to this Escrow Agreement. 

12. Governing Law. This Escrow Agreement shall be construed and 
interpreted, and the rights of the parties shall be determined, in accordance with the 
substantive laws of the State of New York, without regard to the conflict of laws 
principles thereof or of any other jurisdiction. 

13. JURISDICTION. THE BANKRUPTCY COURT SHALL HAVE 
EXCLUSIVE JURISDICTION TO RESOLVE ANY AND ALL DISPUTES AIUSJNG 
UNDER THIS ESCROW AGREEMENT AND EACH OF THE PARTIES HERETO 
HEREBY EXPRESSLY CONSENTS TO SUCH EXCLUSIVE JURISDICTION. 

14. Waiver. No waiver of any provision hereof shall be effective unless made 
in writing and signed by the waiving party. The failure of any party to require the 
performance of any term or obligation of this Escrow Agreement. or the w a k r  by any 
party of any breach of this Escrow Agreement, shall not prevent any subsequent 
enforcement of such term or obligation or be deemed a waiver of any subsequent breach. 

15. Headinvs. The headings and caplions in this Escrow Agreement are for 
convenience of reference only and shall not in any way affect the meaning or 
interpretation of this Escrow Agreement. 

16. Counterparts. This Escrow Agreement may be executed in any number of 
counterparts and by each of the parties hereto in separate countelparts (including by 
facsimile), each of which when so executed shall be deemed to be an original and all of 
which together shall constitute one and the same agreement. 

[Remainder of Page Intentionally Left Blank] 
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1N WITNESS WHEREOF, the undersigned have executed this Escrow Agreement as 
of the date first written above. 

ALLEGIANCE TELECOM, MC. 

By: 
Name: 
Title: 

ALLEGIANCE TELECOM COMPANY 
WORLDWIDE 

E y: 
Name: 
Title: 

QWEST COMMUNlCATIONS 
INTERNATIONAL INC. 

By: 
Name: 
Title: 

[INSERT NAME OF ESCROW AGENT], 
as Escrow Agent 

By: 
Name: 
Title: 
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ALLEGIANCE 

SCHEDULE OF FEES 

To act as an 
Escrow Agent 

Annual Administration Fee s u  
Covers acceptance of appointment as Escrow Agent including complete study of drafts of 
Escrow Agreement and all supporting documents in connection therewith, conferences 
unhl the final Escrow Agreement is agreed upon and execution of final Agreement. 

Investments (if applicable) 

Per purchase, sale, redemption, rnahu-ity or exchange $U 

Wire Transfer of Funds $- out going 
$- incoming 

NOTE: 

Charges for any services not specifically covered in this schedule will be billed 
commensurate with the services rendered. This schedule reflects charges that are now in 
effect for our normal and regular services and are subject to modification where unusual 
conditions or requirements prevail, and does not include counsel fees or expenses and 
disbursements, which will be billed at cost. The fees of our counsel shall be due and 
payable whether or not the transaction closes. 

[Remainder of Page Intentionally Left Blank] 



EXHBIT A 

[to come fiom Buyer] 



EXHIBIT B 

[to come from Sellers] 



EXHIBIT G 

Base Workine Capital Calculation 

Current Assets 
Accounts Receivable: 

Net of Shared Technologies (Net of allowance for doubtful accounts) 
Net of Shared Hosting (Net of allowance for doubtful accounts) 
Net of prepetition carrier access billings A/R (Net of allowance for doubtful accounts) 
Net of Level 3 Commumcatlons Integrated Solutions Network Purchase Agreemcnl (Net of 
allowance for doubtful accounts) 

Prepaid Expenses and other Current Assets. 
Preprud Rent and Leases - Ne1 of Shared Technologies 
Prepaid Insurance 
Prepaid Services 

Current Liabilities: 
Accounts Payable 

Net of Administrative Fees related to the Cases 
Net of Excluded 
Contracts: 

Amvescap Group, Biddle Consulting Group, Ceridian Benefits 
Services, Cigna Behavioral Health Connecticut General Life, 
Equiserve, My Benergy, Sslornon Smith Barney, TMP 
Worldwide, The Hartford Financial Services, Vision Semce 
Plan, Watson Wyatt & Company, KMC Telecom Primary Rate 
Interface Services Agreement 

Net of Shared Technologies and Shared Hosting related Payables 

Accrued Liabilitm Accrued Liabilitles - Other -Net of Shared Tcchnologies and Shared Hosting 
Accrued Liabilities - Legal -Net of Shared Technologies and Shared Hosting 
Accrued Liabilities - Audit Fees - Net of Shared Technologies and Shared Hosting 



(Signatures Continued) 

Accrued Customer Invoice Processing Fees - Net of Shared Technologies and Shared 
Hostmg 
Post-Petition Accrued Network Costs -Net of Shared Technologies and Shared Hosting 



Exhibit I 

FORM OF MANAGEMENT AGREEMENTS 

This MANAGEMENT AGREEMENT ( “ A m e n t ” )  is dated as of 
,by  Allegiance Telecom, Inc. and its subsidiaries listed as Sellers on the 

signature page hereto (collectively, “W). and Qwcst Communications International Inc.. a 
Delaware corporation (Wanape?). 

WHEREAS, the Sellm and the Manager are parties to an Asset Purchase 
Apemen1 dated as of [ 1,2003 (the “Asset Purchase Ameement”) whereby 
Manager has agreed to purchase the Acquired Assets h m  S e l l a ;  

WHEREAS. on 1. the Asset Purchase Agreement was approved by 
the Bankruptcy Court presiding over the Chapter 11 cases of the Sellers (“Bankruutcy Court”); 

WHEREAS, pursuant to the Asset Purchase Agreement, the Non-Transferred 
Assets will be hansfemd to Manager from h e  to time upon receipt of the FCC Consents and 
the State PUC Consents, or any of them; 

WHEREAS, in order to ensure unintenupted service to Sellers’ customers 
pending issuance of the FCC Consents and the State PUC Consents, and to avoid associated 
potential harm to customers, Sellers and Manager desire that Manager provide management 
services to Sellers after the Closing Date, in conformity with the rules and policies of the FCC. 
the State PUCs and the terms and conditions of the Asset Purchase Agreement and th is  
Agreement; 

WHEREAS, this Agreement and the Asset Purchase Agreement are interrelated 
according to their respective provisions; and 

WHEREAS, the Bankruptcy Court has approved h s  Agreement in connection 
with its approval of the Asset Purchase Agreement. 

NOW, THEREFORE, in consideration of the above recitals and mutual promises 
and covenants contained herein, the parties, intending to be legally bound, agree as follows: 

ARTICLE I 
DEFINITIONS 

Section 1.1 Definitions. Any term capitalized herein and not otherwise defmed 
shall have the meaning assigned to it in the Asset Purchase Agreement. 



ARTICLE 11 
APPOINTMENT AND TERM OF THE AGREEMENT 

Section 2.1 Aopointment: Exoenses 

(a) Manager hereby agrees, on the terms and conditions set forth herein, to 
provide management services to Sellers so as to meet any and all ongoing obligations associated 
with the Non-Transferred Assets, including obligations of Sellers to their respective customers 
pursuant to existing contractual relationships and to any new customers that may from time to 
time purchase such services from Sellers or their respective customers, in compliance with the 
Communications Licenses. The duties of Manager under this Agreement shall include: 

Providing all operational personnel necessary to the operation of 
the Non-Transfemed Assets; 

Collecting all accounts receivable, rendering all bills, processing 
all credit card charges and keeping books and records substantially 
in accordance wth Sellers’ standard practices prior to the Closing; 

Providmg all technical resources necessary to operate the Non- 
Transferred Assets substantially as Sellers had operated such assets 
prior to the Closing; 

Monitoring all of h e  administrative and governmental notice, 
filing, tax, fee and pemut requirements with respect to the Non- 
Transferred Assets (other than any notices, filings or fees 
associated with the wnsfer of the Communications Licenses from 
Sellers to Manager or other disposition of the Sellers’ assets, 
including the Communications Licenses which are addressed in the 
Asset Purchase Agreement) and, when such notices, reports or fees 
fall due, Manager shall submit to Sellers those notices, reports or 
invoices for Sellers to remit to the appropriate agency (together 
with instructions for remission and payment reimbursing Sellers 
for any fees or taxes Sellers must pay such agency); and 

Doing all things commercially reasonable to carry out the duties of 
operating and managing the Non-Transferred Assets in a manner 
substantially similar to that of Sellers prior to the Closing Date. 

(b) Manager hereby agrees to pay during the Term such newly-accruing actual 
costs and expenses of the ongoing operations of the Business. Manager shall either pay directly, 
or reimburse Sellers for (wlthin fifteen (15) days ofreceipt of an invoice therefor), all such costs 
and expenses. 

(c) Manager hereby agrees in furlherance of its obligations hereunder to 
ensure that, not later than the date hereof, i t  will fund an account at bank] with at least Five 
Million dollars ($5,000,000) in cash (the “Reserve Account”) from which, during the Term, 
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funds may be withdrawn by Sellers, in consultation with Manager, to pay amounts required to be 
paid pursuant to Section 2.1 which are due and owing but which Manager has failed to pay. In 
the event that any funds shall be on deposit in the Reserve Account at the conclusion of h e  
Term, and all accrued and unpaid costs required to be paid pursuant to shall have 
been paid, any balance may, upon five (5) days’ written notice to the Sellers, be withdrawn by 
Manager. 

(d) In the event that the Sellers shall be held liable for any costs or expenses 
required to be paid by the Manager pursuant to this Agreement for which the funds deposited in 
the Reserve Account are insufticient, the Manager hereby agrees to indemnify the Sellers for all 
such costs and expenses. 

ARTICLE 111 
MANAGEMENT OF THE BUSINESS 

Section 3.1 During the T m ,  the Manager shall have the duty to manage the 
facilities and operations authonzed under the Communications Licenses on behalf of Sellers in 
the operation of the Non-Transferred Assets consistent with the provisions of this Agreement and 
subject to Sellers’ continued ownership and control of the Non-Transferred Assets and Sellers’ 
reasonable supervision and direction. Manager hereby agrees to report regularly to Sellers’ 
designee the slatus of the operations of the Business. 

Section 3.2 Sellers and Manager desire that this Agreement and the obligations 
performed hereunder be in full compliance with (i) the terms and conditions of the 
Communications Licenses; (11) the Communications Act of 1934, as amended (the “‘&t‘?; 
(iii) all applicable rules, regulabons and policies of the FCC and the State PUCs; and (iv) any 
other applicable federal, state and local law or regulation. It is expressly understood by Sellers 
and Manager that nothing in this Agreement is intended to give Manager any right which would 
be deemed to constitute a transfer ofcontrol (as is defined in the Act and/or any applicable FCC 
or state rules, regulations or case law) by the Sellers of any of the Communications Licenses or 
Non-Transferred Assets from Sellers to Manager. 

Section 3.3 Manager acknowledges and agrees that Sellers have certain rights 
and obligations pursuant to the Communications Licenses with respect to activities authorized 
thereunder, which include compliance with the Act, and the rules, regulations, and policies of the 
FCC and the State PUCs. The services provided by Manager hereunder are not intended to 
diminish or restrict Sellers’ compliance with their respective obligations under applicable law or 
before the FCC or the State PUCs, and this Agreement shall not be construed to diminish or 
interfere with any Seller’s obligation or ability to comply with the rules, regulations or directives 
of any governmental or jurisdictional authority with respect to the Communications Licenses or 
the Non-Transferred Assets. 

Section 3.4 At their discretion and at their expense, Sellers may conduct 
periodic audits (dunng normal business hours, upon reasonable notice, and in a manner so as not 
to interfere unreasonably with the operation of the Business) of Manager’s management of the 
Business to ensure compliance in all material respects with the Communications Licenses and 
applicable federal, state and local law or regulation. In addition, the Sellers shall have access 
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and aurhority to inspect the equipment and related hardware that is required to transmit andlor 
receive telecommunicahons, including but not limited to network facilities, switching equipment, 
customer premises equipment and testing equipment, for any reason, including but not limited to 
determining whether under the Manager’s management, the Non-Transferred Assets are 
operating in a manner that violates the terns of this Agreement, the Act or the FCC’s or State 
PUC’s rules, regulations, or policies or is otherwise operating in a harmful or unlawful manner. 

Section 3 5 Manager shall be responsible for providing the management 
services in compliance with the Sellers’ existing tariffs and service contracts, and all applicable 
law, including. without limitation, tariffs in effect from time to time. Manager shall perform the 
management services in a professional manner and in accordance with all applicable professional 
or industry standards. 

Section 3.6 The parties shall both have the right to use the Seller Marks during 
the Term (as hereinafter defined). The Manager shall take reasonable steps to maintain the 
distinct identities of the Sellers using each such entity’s name and logo in all billing and other 
correspondence on behalf of the Sellers, maintaining accurate accounting books and records of 
operations for the Non-Transferred Assets separate from the Manager’s accounting books and 
records of operations for other assels and following such other procedures as the parties may 
mutually agree upon from time to time. 

Section 3.7 Sellers shall retain a reasonably sufficient number of employees to 
supervise and assist in the operation of the Non-Transferred Assets and meet Sellers‘ associated 
regulatory responsibilities, as designated herein and in the Transition Plan. 

ARTICLE N 
COMPENSATION 

Section 4.1 As consideration for Manager providing Sellers the management 
services described herein, Sellers agree to pay to Manager a monthly fee (“Manaaement Fee”) 
equal to the sum of (x) Manager’s costs incurred in providing the management services 
(including, without limitation, Manager’s own out-of-pocket expenses and any of Sellers’ costs 
that are reimbursed by Manager pursuant to Section 2.l(b) above) (“Manager’s Aameaatc 
Monthlv ExDenses”) plus (y) 15% of Manager’s Aggregate Monthly Expenses. Manager shall 
be paid solely out of the revenue generated by the Non-Transferred Assets for such month (the. 
”Monthlv Fee Receiuts”), collectible by Manager solely from cash receipts related lo the Non- 
Transferred Assets. In any month during the Term in which the Monthly Fee Receipts are not 
equal to or in excess of the Management Fee, Sellers will not have any obligation to pay 
Manager any additional amount or reimburse Manager for any costs or losses associated with the 
Non-Transferred Assets in excess of such receipts (“Pawent Shortfall”). provided that to the 
extent Monthly Fee Receipts in any month exceed the Management Fee otherwise due to 
Manager hereunder (“Excess Pavments”), such Excess P a p e n t s  shall, first, be applied to reduce 
Payment Shortfalls in pnor months, if any, and second, any residual Excess Payment amounts 
shall be held in escrow to be applied to Payment Shortfalls in future months, if any. Upon 
remination ofthis Agreement any cash receipts from customers in excess of the Management 
Fee shall be remitted to Sellers. Sellers and Manager agree to review the fee set forth above on a 
monthly basis and to negotiate in good faith a modification to such fee to reflect changing 
circumstances or operating results. 
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ARTICLE V 
COMPLIANCE WITH APPLICABLE LAWS 

Section 5 1 

(a) 

Compliance with Aoulicable Laws and Reeulations. 

Manager agrees that, in connection with providing the management 
services hereunder, it shall comply in all material respects with all applicable laws, ordinances, 
rules, regulations, and restrictions, including but not limited to the Act, the FCC’s and State 
PUCs’ rules, regulations, and policies, and local ordinances. 

@) Manager and Sellers recognize that Sellers remain ultimately responsible 
for compliance with the terms of the Communications Licenses. In that regard, the Manager 
shall not, without the pnor consent of the Sellers, such consent not lo be unreasonably withheld, 
take the following actions with respect to the Non-Transferred Assets: 

enter into, modify, intentionally breach or terminate any material 
agreement relating to the Non-Transferred Assets, other than in the 
ordmary course of business; 

sell, assign, lease, transfer or otherwise dispose of any material 
Non-Transferred Asset or purchase or otherwise acquire any assets 
for the Sellers except for nonmaterial assets acquired in the 
Ordinary Course of Business; 

alter or change in any material respect the Sellers’ accounting 
procedures or accounting practices, including their practices with 
respect to the maintenance of working capital balances, 
maintenance of inventory and write-downs and charge-offs of 
accounts receivable, collection of accounts receivable, payment of 
accounts payable and cash management practices generally; 

initiate, settle or terminate any material litigation relating to the 
Non-Transferred Assets or waive any material rights of the Non- 
Transferred Assets; 

demote or terminate any employee of the Sellers; 

hire any employee for the Sellers; 

delay or hinder the deployment of network facilities in accordance 
with the existing network deployment plans relating to the Non- 
Transferred Assets; or 

cause the Sellers to take any action or neglect to take any action 
which would constitute a default under this Agreement or the Asset 
Purchase Agreement. 

(b) Sellers shall be responsible for the filing of all applications, reports, 
conespondence and other documentation with the FCC or the State PUCs relating to the Non- 
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Transferred Assets; provided, however, that Manager shall cooperate in Sellers’ preparation of 
such filings; andprovided,furrher, that Manager shall reimburse Sellers for all reasonable out- 
of-pocket legal fees and other expenses incurred in connection with such applications, 
correspondence and other related matters. Manager shall provide upon Sellers’ reasonable 
request any information which will enable them to prepare any records and reports required by 
the FCC or the State PUCs and other federal, state or local government authorities. 

Manager shall not represent itself as the holder of any of the (c) 
Communications Licenses or as the representative of Sellers before the FCC or the State PUCs. 

Section 5.2 Obligation to Rene~otiate: Indemnification. In the event of any 
order or decree of an administrative agency or court of competent jurisdiction or any other action 
or determination by any Governmental Entity, including without limitation any material change 
in or clanfication of FCC or State PUC rules, policies, or precedent, that would cause this 
Agreement to be invalid, in whole or in part, or violate any applicable Law, or if the staff of any 
Governmental Entityhas advised thepmies, orally or in writing, that the review of any request 
by the parties for authonty for the transactions contemplated hereby will be inordinately delayed 
or will likely be determined adversely to the parties, the parties will use their respective 
reasonable efforts and negotiate in good faith to modify this Agreement to the minimum extent 
necessary so as io comply with such order, decree, action or determination and/or remove any 
controversy identified by such Government Entity without material economic detriment to either 
party, and to effect the original intent of the parties as closely as possible in a mutually 
acceptable manner in order that the transactions confernplated hereby be consummated as 
originally contemplated to the fullest extent possible. This Agreement. as so modified, shall then 
continue in full force and effect. If after fulfilling the obligation to renegotiate set forth in this 
seciion, the parties mutually determine that they cannot modify this Agreement to comply with a 
Government Entity order, decree, action, determination, or remove a controversy identified by 
such Government Entity, Manager may elect not to pursue the transfer or assignment of any 
affected Non-Transferred Assets. If the FCC or any State PUC determines that this Agreement, 
the Asset Purchase Agreement 01 the transactions contemplated hereby or thereby has 
effectuated the transfer of any of the FCC Licenses or State PUC Licenses or is otherwise in 
vlolation of the Act or any applicable FCC or state regulations, mles or precedent, the Manager 
will indemnify and hold harmless the Sellers and their Representatives for any Liabilities arising 
out of or relating thereto. 

ARTICLE VI 
TERM 

Section 6.1 m. This Agreement shall commence on the Closing Date and 
shall expire upon the earlier to occur of (x) the transfer or assignment of all Non-Transferred 
Assets, including as applicable all FCC Licenses and PUC Licenses associated therewith, lo the 
Manager pursuant to the terms and subject to the conditions of the Asset Purchase Agreement or 
to a third party pursuant to Section 6.2 below, or (y) the six (6) month anniversary of the Closing 
Date;provided, however, that, in the event and on the date that this Agreement expires pursuant 
io clause (y) above, then, to the extent that any FCC Consent or any State PUC Consenf as 
applicable, has not been obtained. the Agreement shall automatically renew, as necessary, for 
two (2) additional success~ve three (3) month periods with respect to the Non-Transferred Assets 
until the last of such FCC Consents andor State PUC Consents is obtained and any Non- 

- 6 -  



Transferred Assets subject to such FCC Consents andor State PUC Consents have been 
transferred or assigned to the Manager (the initial term and any extensions thereof are herein 
referred to as the 'Term"), unless, after fulfilling its obligation to renegotiate set forth in Section 
5.2 above, [he Manager determines that the parties cannot modify this Agreement to comply with 
a Government Entity order, decree, action, determination or remove a controversy identified by 
such Governmental Entity and Manager elects not to pursue the transfer, assignment or 
reauthorization of any affected Non-Transferred Assets. Notwithstanding the foregoing, upon 
the receipt from time to time of all necessary consents or approvals from any Governmental 
Entity, including FCC Consents and State PUC Consents, applicable to the Non-Transferred 
Assets, and the transfer of the Non-Transferred Assets relating to such FCC and/or State PUC 
Consent by the Sellers to the Manager pursuant to Section 2.5 of the Asset Purchase Agreement, 
such Non-Transferred Assets shall be considered Acquired Assets under the Asset Purchase 
Agreement and shall no longer be subject to this Agreement. 

Section 6.2 Sale and Disposition of Proceeds. Manager may at any time 
designate an alternative purchaser of some or all of the Non-Transferred Assets, and upon 
Sellers' consent (such consent not to be unreasonably withheld) Sellers shall use commercially 
reasonable efforts to transfer such assets to the alternative purchaser, with all costs and expenses 
incurred in connection therewith to be borne by Manager, and promptly pay over to Manager the 
net proceeds of such sale. If any Non-Transferred Assets are not transferred to Manager within 
six (6) months of the Closing Date, then, subject to the provisions of Section 6.1, d e r  that date 
Manager may give notice to Sellers of an intent to terminate this Agreement, and Sellers shall 
take actions, at Manager's expense, to dispose of any remaining Non-Transferred Assets, and 
remit any proceeds arising therefrom to Manager. 

ARTICLE VU 
MISCELLANEOUS 

Section 7.1 Amendment and Modification. This Agreement may be amended, 
modified or supplemented only by written agreement of Sellers and Manager. 

Section 7.2 Waiver of Comuliance: Consents. Except as otherwise provided in 
this Agreement, any failure of any of the parties to comply with any obligation, covenant or 
condition herein may be waived by the party entitled to the benefits thereof only by a written 
instrument signed by the party granting such waiver, but such waiver or failure to insist upon 
strict compliance with such obligation, covenant, or condition shall not operate as a waiver of or 
estoppel with respect to any subsequent or other failure. 

Section 7.3 w. Unless otherwise provided herein, any notice, request, 
instruction or other document to be given hereunder by any party to any other party shall be in 
writing and shall be delivered in person or by courier or facsimlle transmission (with such 
facsimile transmission confirmed by sending a copy of such notice, request, instruction or other 
document by certified mail, return receipt requested, or overnight mail) or mailed by certified 
mail, poslage prepaid, return receipt requested (such mailed notice to be effective on the date 
such receipt is acknowledged), as follows: 

If to Sellers: 
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c/o Allegiance Telecom, Inc. 
700 E. Butterfield Road. Suite 400 
Lombard, IL 60148 
Attention: Mark B. Tresnowslu. Esq. 

Executive Vice President, General Counsel and 
Secretary 

Fax: (630) 522-5250 

With a copy to (which shall not constitute notice): 

Kirkland & Ellis LLP 
153 East 53rd 
New York, NY 10022 
Attention: Jonathan S .  Hens ,  Esq. 

Fax: (212) 446-4900 

a i d  

Swidler Berlin Shereff Friedman LLP 
3000 K Street, NW, Suite 300 
Washington, DC 20007 
Atlention: Jean L. Kiddoo, Esq. 

Fax: (202) 424-7645 

Michael Movsovich, Esq 

Catherine Wang, Esq. 

If to Manager: 

Qwest Communications International Inc. 
1801 California Street 
Denver, CO 80202 
Attention: General Counsel 
Fax: (303) 308-0385 

With a copy to (which shall not constitute notice): 

Wed, Gotshal & Manges LLP 
767 Fifth Avenue 
New York, NY I01 53 
Attention: Paul M. Basta, Esq. 

Howard Chatzinoff, Esq. 
Fax: (212) 310-8007 

and 
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Hogan & Hartson, L L.P. 
555 Thirteenth Street, N.W. 
Washington, DC 20004-1 109 
Attention: Peter A. Rohrbach, Esq. 

Fax: (212) 637-5910 
Mace J .  Rosenstein, Esq. 

or to such other place and with such other copies as either party may designate as to itselfby 
wntten notice to the other party. Notices sent as provided herein shall be deemed given on the 
date received by the recipient. If a recipient rejects or refuses to accept a notice given pursuant 
to this Section, or if a notice is not deliverable because of a changed address or fax number of 
which no notice was given in accordance with the provisions hereof, such notice shall be deemed 
10 be received two ( 2 )  days after such notice was mailed (whether as the actual notice or as the 
confirmation of a faxed notice) in accordance with the terms hereof. 

Section 7.4 Assiqnment. This Ageement and all of the provisions hereof shall 
be binding upon and inure to the benefit of the parties hereto and their respective successors and 
permitted assigns but neither this Agreement nor any of the rights, interests or obligations 
hereunder shall be assigned by any party hereto, including by operation of law. without the prior 
written consent of the other party; provided, however, that Manager may assign this Agreement 
and any of the rights, interests and obligations hereunder to any Affiliate upon A t t e n  notice to 
Sellers; provided further, however, that Manager shall r e m m  liable hereunder. Any assignment 
of this Agreement or any of the rights, interests or obligations hereunder in contravention of this 
Section 7 4 shall be null and void and shall not bind or be recognized by any of the Sellers or 
Manager. 

Section 7 5 Third-party Beneficiaries; Limitation of Liability. Nothing in this 
Agreement shall be construed as giving any person other than the parties hereto any legal or 
equitable right, remedy or claim under or with respect to this Agreement. Manager shall have no 
liability to Sellers or any other person or entity for any actual or alleged damage to the Non- 
Transferred Assets dunng the Term. 

Section 7.6 Invalidily. If any term or other provision of this Agreement is 
invalid, illegal or incapable of being enforced by any rule of law or public policy all other terms. 
conditions and provisions of this Agreement shall nevertheless remain in full force and effect so 
long as the economic or legal substance of the transactions contemplated hereby is not affected 
in any manner materially adverse to any party. 

Section 7.7 Choice of Law. This Agreement shall be governed by and 
construed in accordance with the laws of the State of New York (regardless ofthe laws that 
might othenvise govern under applicable New York principles of conflicts of law) as to all 
matters, including but not limited to matters of validity, construction, effect, performance and 
remedies. 

Section 7.8 Submission to Jurisdiction. The parties hereto irrevocably submit 
to the exclusive jurisdiction of the Bankruptcy Court (or any court exercising appellate 
jurisdiction over the Bankniptcy Court) over any dispute arising out ofor relating to this 
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Agreement or any other agreement or instrument contemplated hereby or entered into in 
connection herewith or any of the transactions contemplated hereby or thereby. Each party 
hereby irrevocably agrees that all claims in respect of such dispute or proceedings may be heard 
and determined in such courts. The parties hereby irrevocably waive, to the fullest extent 
permined by applicable law, any objection that they may now or hereafter have to the laying of 
venue of any such dispute brought in such court or any defense of inconvenient forum in 
connection therewith. 

Section 7.9 Countemark. This Agreement may be executed in two or more 
counterparts, each of which shall be deemed an original, but all of which together shall constitute 
one and the same instrument. Delivery of an executed counterpart of a signature page to this 
Agreement by telecopy shall be as effective as delivery of a manually executed counterpart of 
this Agreement. In proving this Agreement, it shall not be necessary lo produce or account for 
more than one such counterpart signed by the party against whom enforcement is sought. 

Section 7.1 0 This Agreement, 
together with the Asset Purchase Agreement (including the schedules and exhibits thereto) 
consbtutes the entire agreement between the parties pertaining to the subject matter hereof and 
supersedes all prior agreements, understandings, negotiations, and discussions, whether oral or 
written, of the parties. No supplement, modification or waiver of this Agreement (including, 
without limitation, any schedule hereto) shall be binding unless the same is executed in writing 
by all parties. No waiver of any of the provisions of this Agreement shall be deemed or shall 
constitute a waiver of any other provision hereof (whether or not similar), and no such waiver 
shall constitute a continuing waiver unless otherwise expressly provided 

Section 7.1 1 Headinas. The headings of the Articles and Sections herein are 
inserred for convenience of reference only and are not intended to be a part of, or to affect the 
meaning or interpretation of, this Apreemenl. 

Section 7.12 Remedies. Sellers and Manager hereby acknowledge and agree 
that money damages may not be an adequate remedy for any breach or threatened breach of any 
of the provisions of this Agreement and that, in such event, Sellers or their successors or assigns, 
or Manager or its successors or assigns. as the case may be, may, in addition lo any other rights 
and remedies existing in their favor, apply lo the Bankruptcy Court for specific performance, 
injunctive andlor other relief in order to enforce or prevent any violations of this Agreement. 

Section 7.13 No PartnershiD or Joint Venture Created. Nothing in this 
Agreement shall be construed or interpreted to make Manager and Sellers partners orjoint 
venturers, or to afford any nghts to any lhird party other than as expressly provided herein. 

IN WITNESS WHEREOF, this Agreement has been duly executed and delivered 
by the duly authorized officers of Sellers and Manager as of the date first above written. 
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SELLERS: 

ALLEGIANCE TELECOM, INC. 

By: 
Name 
Title: 

ALLEGIANCE TELECOM COMPANY WORLDWIDE 
ADGRAFIX CORPORATION 
ALGX BUSINESS INTERNET, INC. 
ALLEGIANCE “3, INC. 
ALLEGIANCE TELECOM INTERNATIONAL, INC. 
ALLEGIANCE TELECOM OF ARIZONA, MC. 
ALLEGIANCE TELECOM OF CALIFORNIA, INC. 
ALLEGIANCE ELECOM OF COLORADO. MC. 
ALLEGIANCE TELECOM OF FLORIDA, INC. 
ALLEGIANCE TELECOM OF GEORGIA, INC. 
ALLEGIANCE TELECOM OF ILLINOIS. INC. 
ALLEGIANCE TELECOM OF INDIANA, INC 
ALLEGIANCE TELECOM OF MARYLAND, INC. 
ALLEGIANCE TELECOM OF MASSACHUSETTS, INC. 
ALLEGIANCE TELECOM OF MICHIGAN, INC 
ALLEGIANCE TELECOM OF MINNESOTA, INC. 
ALLEGWCE TELECOM OF MISSOURI, INC. 
ALLEGIANCE TELECOM OF NEVADA, INC. 
ALLEGIANCE TELECOM OF NEW JERSEY, INC. 
ALLEGIANCE TELECOM OF NEW YORK. MC. 
ALLEGIANCE TELECOM OF NORTH CAROLINA, INC. 
ALLEGIANCE TELECOM OF OHIO, INC. 
ALLEGIANCE TELECOM OF OKLAHOMA, INC. 
ALLEGIANCE TELECOM OF OREGON, INC. 
ALLEGIANCE TELECOM OF PENNSYLVANIA, INC. 
ALLEGIANCE TELECOM OF TEXAS, INC. 
ALLEGIANCE TELECOM OF THE DISTRICT OF 
COLUMBIA, MC. 
ALLEGIANCE TELECOM OF VJRGMIA, RJC. 
ALLEGIANCE TELECOM OF WASHINGTON, INC 
ALLEGIANCE TELECOM OF WISCONSIN, INC. 
ALLEGIANCE TELECOM PURCHASING COMPANY 
ALLEGIANCE TELECOM SERVICE CORPORATION 
COAST TO COAST TELECOMMUNICATIONS, INC. 
HOSTMG.COM, MC. 
INTERACCESS TELECOMMUNICATIONS CO. 
r n P . N E T .  INC. 
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By: 
Name: 
Title: 

MANAGER: 

QWEST COMMUNlCATlONS WTERNATIONAZ. MC. 

By: 
Name: 
Title 

- 1 2 -  



Timetable 

_Action Time from Start Date 

Execution of Agreement. December 18,2003 

Filing of Motion to Approve (i) Bidding Procedures and 
Break Up Fee and (ii) Agreement With Qwest. 2 Business Days 

Bankruptcy Court Approval of Bidding Procedures. January 9,2004 

February 13,2004 Auction. 

Badauptcy Court Approval of Sale Order. March 1,2004 

Bankruptcy Court Approval of Disclosure Statement. March 11,2004 

Bankruptcy Court Entry of Confiat ion Order. April 26,2004 

Effective Date of Plan. May 17,2004 


